CHAPTER   VII

GENERAL   THIRD   PARTY
INSURANCE   (II)

In the last chapter, the normal scope of cover provided by a
general third party policy was examined, but in practice certain
modifications and extensions may from time to time be necessary
to meet the requirements of particular trades. In this chapter,
the principal departures from the usual indemnity are discussed
in sufficient detail to enable the reader to realise the extent to
which third party insurances may be adapted to the special
needs of proposers,

CONTINGENT LIABILITY

Where one party, the principal, arranges with another, the
contractor, to undertake certain work for him, there is always
the possibility that the principal may be joined as a defendant
in an action arising out of the negligence of the contractor's
employees. An indemnity to meet this contingency may be
arranged by the issue of a policy in the joint names as above,
or the principal may effect a policy in his own name in respect
of his personal liability. A builder may be engaged to demolish
existing buildings and to erect a new one. Accidents of various
kinds are possible, and the principal may be joined with the
contractor as a defendant to an action, or an action may be
commenced against him independently. In such circumstances,
the principal may sometimes be liable, as, for example, where
the foundations of adjoining properties are affected to such an
extent that damage is caused to structures (with possible loss of
life to occupants or passers-by) and the principal has neglected
to ensure that proper precautions should be taken for the safety
of such buildings. The builder's policy, if issued in the usual
terms, may exclude liability for damage to adjoining structures,
but the principal may sometimes effect a contingent liability
policy to provide for his personal liability.

When a principal frequently employs contractors on a number
of contracts, the type and extent of which cannot be foreseen
at the commencement of the term of insurance, and when it is
impracticable to keep the contractors' policies under review, the
principal may effect a policy in respect of his contingent liability